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KIKA DE LA GARZA, 15TH DISTRICT, TEXAS--------------_
104-1563 6 June 1996 Washington, DC
SMALL BUSINESS TAx INCENTIVES. Recently the House approved legislation to make
it easier for small businesses to offer retirement plans to their workers and create new safeguards
on the pensions of state and local government employees. The bill provides about $7 billion
over eight years in tax relief to small businesses by extending and creating a variety of tax
credits.
Small Business Provisions
The measure increases, from $17,500 to $25,000 the amount of money a small business
could deduct to purchase business-related equipment for modernization. It also expands a law
enacted in 1993 that gives restaurants a credit for the federal payroll taxes paid on tips earned
by their employees. Under current law, the credit only applies to employee tips reported to the
employer. The bill, however, expands the credit to allow the employer to claim a credit for
unreported tips as well. In addition, the measure expands the credit to include tips from
employees who serve food for consumption off premises as well as at a restaurant (i.e.,
carryouts).
Extension of Expiring Provisions
The legislation provides employers a "Work Opportunity Tax Credit," which would equal
35% of an employee's wages, for employees who receive welfare, are high-risk youth, qualified
veterans, or qualified summer youth employees. This credit replaces the Targeted Jobs Tax
Credit, which expired in 1995. This measure authorizes the new credit through June 30, 1997.
Second, the bill permits individuals to deduct from their taxable income up to $5,250 a
year for employer-provided educational assistance to undergraduate tuition. The bill also makes
refunds available to students who could not claim such a deduction in 1995. (Current law allows
the deduction for "education assistance, " but the bill clarifies that the deduction would not apply
to graduate-level courses.) The provision expired 31 December 1994; the bill extends
authorization for the deduction until January 1, 1998. This deduction would reduce federal
revenues by $744 million over the next eight years.
Third, the measure permanently extends the Federal Unemployment Tax imposed on farm
operators who employ 10 or more agricultural workers for at least 20 days a season, and who
have a quarterly payroll for agricultural services of at least $20,000. The extension is
retroactive to January 1, 1995.
, Subchapter S ' Corporations
The bill includes a number of provisions intended to make it easier to receive the· so-
called "S corporation" classification for tax purposes. Subchapter S corporations are often
family-owned, small enterprises subject to only one level of taxation. "S corporations" are
defined in current law as having no more than 35 shareholders, with all shareholders being
individuals (with the exception of certain trusts or estates), with no nonresident alien
shareholders and with shareholders owning only one class of stock in the corporation.
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The bill makes several technical changes affecting Subchapter S corporations, including
expanding the number of shareholders from 35 to 75.
Pension Simplification
The bill makes a number of changes to existing pension laws. The measure creates a
simplified retirement plan for small businesses, called the Savings Incentive Match Plan, that
could operate as an Individual Retirement Account (IRA) or a 401(k) plan.
Under current law, private-sector employees of for-profit companies may defer income
for retirement under 401(k) plans, allowing them to defer taxes on a portion of their income by
putting it aside for future use. Under the bill, tax-exempt organizations also could offer such
retirement plans to their employees, which they currently cannot do.
The bill also safeguards the retirement savings of state and local government employees
by requiring the money to be held only for the benefit of employees. This would prevent the
holdings from being subject to creditors, as occurred in Orange County, California where a
recent fmancial crisis put its assets at risk.
This is a good bill for both small businesses and for workers. It gives incentives for
small businesses to do their job and to create more jobs for working Americans. It will also
make it easier for people to get pensions and it protects the pensions of those who already have
them.
# # #
FEDERAL DEPOSITORY LmRARY PROGRAM. Scarcely a day goes,by that someone
does not contact me who is working on a research project. Often they are seeking information
from the Congressional Record or another government publication.
Since the Federal government is the most prolific publisher in the world, one of the best
sources of information to which I direct people is their Federal Depository Library -- there is
at least one depository library in nearly every congressional district in America.
The Federal Depository Library Program was established to ensure that the American
public has access to its government and its government's information. For more than 130 years,
depository libraries have safeguarded the pUblic's right to know by collecting, organizing,
maintaining, preserving, and serving information from the Federal government. Through the
FDLP, the Government Printing Office works in partnership with Federal agencies to supply
certain classes of government information at no cost to designated depository libraries throughout
the country. These depository libraries, in tum, provide local, no-fee access to government
information in all formats in a neutral environment with professional assistance.
Each day, businesspeople, college students, community interest groups, entrepreneurs,
ministers, health care professionals, parents, local and state government officials, newspaper
reporters, researchers, schoolchildren, teachers, veterans, voters and concerned citizens in every
state use their depository libraries to obtain information that directly impacts their work and their
lives.
Depository libraries link the past with the future, building upon their rich historical
collections while utilizing new teclu1ologies to provide timely and efficient access to electronic
information sources and indexes. In the 15th District there are two FDLP locations: University
of Texas-Pan American, Edinburg; and Texas A&M University, Kingsville. They are therefor
you and I encourage you to take advantage of the wealth of information they contain.
# # #
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